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1. On March 11, 1999, the Nebraska State Legislature passed
Legislative Bill 514 (LB514) and it was subsequently signed into
| aw by the Governor on March 18, 1999. Anong ot her things, LB514
added section 75-609(3) to the Nebraska Revi sed Statutes. Thi s
section reads:

Reducti ons made to access charges pursuant to
subsection (2) of this section shall be passed on to the
custoners of interexchange service carriers in Nebraska
whose paynent of charges have been reduced. The
conmi ssion shall have the power and authority to ensure
that any access charge reducti ons made pursuant to
subsection (2) are passed on in a manner that is fair and
reasonabl e. The conmi ssion shall have the power to
revi ew actions taken by any tel ephone carrier to ensure
that this subsection is carried out.

2. By order dated January 13, 1999, in Application No.
C- 1628, the Commi ssion found that access charges billed to
i nt erexchange service carriers (I1XCs) in Nebraska by i ncunbent
| ocal exchange carriers (ILECs) should be reduced over a
transitional period. A transitional period of three years was
adopted for the non-rural |ILECs, US West, Aliant dba ALLTEL, and
GIE, and a transitional period of four years was adopted for the
remai ning, rural ILECs. Each ILEC was required to file a
transition plan by March 31, 1999, that included an annual tariff
filing to be made on or before July 1 of each year during the
rel evant transition period. Anmong other things, these tariff
filings were to inplement the access rates reductions as set forth
in the January 13, 1999, Conmission C- 1628 order

3. In Application No. C- 1628/ NUSF Progression Order #5,
entered March 9, 1999, the Conmi ssion extended the effective date
for the annual ILEC tariff filings fromJuly 1 to Septenber 1
This was done, in part, to allow I XCs adequate tinme to review the
proposed access reductions contained in |LEC transition plans and
to determ ne the amobunt of reductions in access charges that each
| XC woul d realize.

4, In Application No. NUSF-1 Progression Oder No. 1,
entered April 20, 1999, the Conmission found, pursuant to its
aut hority under Nebraska Revised Statute 75-609(3), that
i nt erexchange carriers should pass through any reductions in access
charges that are paid directly to Nebraska ILECs. In accordance
with this requirement, the Conmi ssion required plans be filed
denonstrating this pass-through on or before August 1, 1999.



5. Subsequent to that order, in Application No. NUSF-3
Progression Order No. 2, entered July 13, 1999, the Commi ssion
determ ned that access charges are a conponent of sone services
that facility-based | XCs sell to reselling | XCs. Accordingly, the
Conmi ssion ordered that any reductions in access charges that are
a conponent of services that facility-based | XCs resell to other
| XCs shoul d be passed on to the reselling I XCs. Reselling I XCs in
turn are required to pass these reductions through to their
custoners. However, in light of the tine requirenent, the
Conmi ssion declined, at that tinme, to adopt a tinme-frane for
facility-based | XCs to pass reductions in access charges to
reselling I XCs or for reselling | XCs to pass these reductions on to
their custoners. Concurrent with the release of this order, the
Director of the NUSF sent a letter to all certified interexchange
carriers setting forth a schedule for I XCs to denobnstrate the
anmount of the reductions in access charges that have been passed-through to
their intrastate tol
cust oners.

OPI NI ON AND FI NDI NGS

6. On Septenber 15, 1997, the Conmi ssion, on its own notion,
opened Docket No. C-1628 to, inter alia, determine if changes to
the structure of intrastate access in Nebraska shoul d be
considered. G ven the inmportance of the issues under considera-
tion by the Conmission in this matter, all LECs and | XCs that as of
Sept enber 15, 1997, held certificates of conveni ence and necessity
i ssued by this Commi ssion were nade parties to this proceedi ng and
received notice of this docket. Foll owi ng the last day for filing
of petitions to intervene, the Conm ssion entered, on Cctober 29,
1997, an order setting a pre-hearing conference and requested
comments on this matter. Conments were filed by eight parties on
November 25, 1997. Reply conmmrents were filed by nine parties on
December 5, 1997. A pre-hearing conference was hel d on Decenber 9,
1997, in the Conmission Hearing Roomin Lincoln, Nebraska. Based
on the coments and the testinony provided at the pre-hearing
conference, the Conmm ssion sought further comrent on specific
issues related to intrastate access charges in Nebraska. Conments
were filed on or before March 6, 1998, by 22 parties and reply
comments were filed on or before April 27, 1998, by 23 parties.

7. On May 22, 1998, a Petition was filed with Secretary of
State seeking placenment on the Novenber ballot, for the purpose,
inter alia, torequire all inplicit subsidies contained in access
charges to be elimnated and to establish access charge rates that
are based on forward-1 ooking econonmic costs. This neasure was
ultimately placed on the Novenber ball ot and subsequently defeated
by Nebraska voters. Further, on July 17'", 1998, the Federa
Conmuni cati ons Conmi ssion entered an order effectively delaying the
i mpl ement ati on of Federal universal service funding for non-rura
LECs.

8. Due in part to the filing of the Access Petition and the
FCC deci sion to delay Federal universal service fund for non-rura
LECs, the Commi ssion entered Progression Order No. 2 in Application



No. C- 1628 on August 11, 1998. This order gave all interested
parties the opportunity to anend or suppl enment the comments
previously filed in this docket. Said order also set forth that

t he Conmi ssion would issue prelimnary findings and conclusions in
this matter by October 2, 1998, and would hold a hearing from

Cct ober 27-30, 1998, upon such prelininary conclusions. The

Conmi ssion entered an order, in Application No. C 1628, outlining
its prelimnary findings and concl usi ons on Cctober 2, 1998.
Hearings on these prelimnary conclusions were held Cctober 27

t hrough Cctober 29, 1998. Testinony was heard fromall interested
parties. Post-hearing briefs were then received on or before
Novenber 24, 1998. Based on the evidence received, the Comm ssion
entered its January 13, 1999, order in Application No. C 1628.

9. Section 75-609(2) allows the Commission on its own notion
to review access charges, including rate levels. This section
requires that the Comm ssion, upon proper notice, hold and conpl ete
a hearing within 60 days. As discussed above, the Commi ssion began
seeking input related to the need for any potential access charge
reforms on Septenber 15, 1997. At this tinme, the purpose of the
proceeding was to determine, as a threshold matter, should the
Conmi ssi on consi der any changes to the existing access charge
structures and rate levels in Nebraska. Al affected parties
recei ved notice and the opportunity to provide input to the
Conmmi ssion. On Cctober 2, 1998, the Commi ssion, on its own notion
entered prelimnary findings and conclusions in this matter.

In its findings, the Comi ssion concluded that substantial changes

to the existing access charge systemwere warranted. Accordingly,

t he Conmi ssion held hearings Cctober 27 through Cctober 29, 1998 on
these prelimnary findings and conclusions. This hearing was held

wi thin 60 days of the Conmi ssion Cctober 2, 1998 order.

10. The Conmi ssion has reviewed the findings contained in the
order entered January 13, 1999, in Application No. C- 1628 as it
relates to access rate levels during the relevant |ILEC transitiona
periods as well as the process that was used to devel op these
findings. Upon the conclusion of that review, the Comm ssion is of
the opinion and finds that the ordered access charge reductions are
in conpliance with and are re-affirnmed under the Comm ssion's
authority contained in Neb. Rev. Stat. 75-609(2) (reissue of 1999).

11. As nentioned above, the requirenent for | XCs to pass-through access
change
reductions is contained in Neb. Rev. Stat.
75-609(3). The first sentence of this paragraph states "Reductions
made to access charges pursuant to subsection (2) of this section
shall be passed on to the customers of interexchange service
carriers in Nebraska whose paynent of charges have been reduced."
This sentence appears clear in its intent - access charge
reductions shall be passed on. The Conmi ssion finds no
equi vocation or exceptions in this requirenent. The second
sentence of section 75-609(3) states "The conm ssion shall have the
power and authority to ensure that any access charge reductions
made pursuant to subsection (2) are passed on in a manner that is
fair and reasonabl e (enphasis added)." The
| anguage regardi ng
"fair and reasonable"” is not included in the first sentence that




requires the access reductions be passed on to an | XC s custoners.
Moreover, the fair and reasonable | anguage is expressly linked to
the manner in which access reductions are

passed-t hrough, not to

the amount. Accordingly, the Conmmission interprets this to mean

t hat access reductions should be passed on to different classes of
I XC custonmers in a fair and reasonabl e manner. Therefore, the
Conmi ssion is of the opinion and finds that any and all access
reductions resulting fromthe Comm ssion's C 1628 and NUSF orders
nmust be passed through in their entirety by 1XCs to their
custonmers. The Conmission will give latitude to | XCs regardi ng
which toll services are lowered to pass-through the reduction in
access charges. However, the Comm ssion believes that custoners
payi ng | XC "basi c schedul e" rates should be a significant
beneficiary of toll reductions. Typically, these custoners |ack
either the expertise or the call volunmes to benefit fromthe
calling plans that have been previously introduced by | XCs.

12. In order to determ ne the overall anpunt of access charge
reductions that |1XCs received, the Commi ssion perforned the
followi ng analysis. First, based on the transition plans filed by
the I LECs, the Conmi ssion cal culated an overall reduction by
nmul tiplying the included 1998 demand by the rel evant price change
for each elenment and summing the result across rate el ements and
conpani es. Next, the Comm ssion subtracted the anpunt of |LEC
ear ni ngs above 12%that had been included in the pre-existing
implicit support mechanisnms of which access rates were the prinmary
contributor. The anpbunt of the intrastate toll reductions that
ILECs made related to access reduction received fromother |LECs
were al so subtracted . This results in an overall estinmated access
reduction attributable to | XCs of approximately $32.5 mllion in
terms of 1998 doll ars.

13. The overall access reduction anount is apportioned anobng
| XCs based on their reported 1998 intrastate revenue that woul d
have been subject to the NUSF surcharge. 1In the event an | XC has
failed to file its 1998 revenues with the Conmission but is
remtting to the NUSF, the Cctober 1999 assessed revenue was
annual i zed and used as a surrogate. The reason the Conmi ssion used
assessabl e revenue to apportion the overall access reduction is
that it is difficult and in many cases inpossible for ILECs to
separate the access reductions by | XC. However, the Comi ssion
bel i eves that assessable revenue provi des an accurate estinmate of
t he access reduction received by each I XC. The Commi ssion
acknow edges that at this point its record regardi ng assessabl e
revenues for | XCs may not be conplete. However, the Conmi ssion has
captured data fromnearly all I XCs, including all IXCs with
significant anmount of intrastate revenues in Nebraska. Therefore,
t he Conmi ssion believes that any unidentified assessabl e revenues
will have a de-minims inpact on this analysis.

14. Attachment A identifies those | XCs that the Comi ssion
bel i eves pay intrastate access charges directly to Nebraska | LECs
and received reductions related to the Comm ssion's action under
Section 75-609(2). These conpanies are hereby nmade party to this
proceedi ng consistent with the Comrission's findings in Application
No. NUSF-1 Progression Order No. 1. Any of these conpanies that



have not filed an access pass-through plan with the Comi ssion
because of the assertion that they do not pay access charges
directly to Nebraska ILECs nust file an access pass-through plan by
March 10, 2000. Any conpanies which fail to file a plan by such
date shall be subject to show cause order as to why their
certificate of public convenience to provide interexchange services
within the State of Nebraska should not be revoked. In the event,
the Conmi ssion identifies, at a |later date, additional |XCs that
pay access charges directly to Nebraska |ILECs and received
reductions related to the Conmi ssion's action under 75-609(2), the
Conmi ssion reserves the right to add these 1 XCs to this proceeding
upon proper notice.

15. In reviewing the filed access pass-through plans, the
Conmi ssi on has anal yzed and consi dered two nethods for | XCs to pass
access reductions through to their customers. First, the
Conmi ssion has | ooked at any intrastate toll rate reductions that
| XCs have filed. These rate reductions were nultiplied by 1998
demand to determine a toll reduction amount. The use of 1998
demand i s necessary to conpare the calculated toll reductions on a
consi stent basis with cal cul ated access reductions which are stated
in terms of 1998 dollars. Second, the Commi ssion considered the
m gration of custoners to lower rate plans that occurred since the
Conmi ssion's January 13, 1999, C- 1628 Order. This is done in
recognition that the Conmi ssion's actions with respect to the
| owering of access charges have enabled I XCs to introduce new | ower
cost plans in Nebraska and made existing plans viable in additiona
areas of the state. Again, anpunts associated wth custoner
m gration was analyzed in terns of 1998 doll ars.

16. Analyzing toll reduction and customer mgration anmunts
interns of 1998 dollars is necessary to ensure that adequate
access reduction pass-through has occurred. In nearly all cases
1999 denmand is greater that 1998 demand. As a result, conparing
the dollar amount of toll reductions based on 1999 denand to the
dol I ar amount of access reducti ons based on 1998 demand does not
ensure that appropriate dollar amount is passed-through by I XCs to
their custoners. Higher denand |evels result in greater dollar
amounts, therefore if 1999 demand was used to cal cul ate the access
pass-t hrough anount, the access reduction that |XCs nust pass-through would
be greater.

Further, 1999 access denand is not yet

available fromthe ILECs. Therefore the Conmission is of the
opinion and finds that toll reductions anmpbunt should be neasured in
terns of 1998 demand.

17. At this tine, AT&T and Sprint Comruni cations are the only
conpani es that appear to have adequately passed-through the
reductions in access charges, that they have received, to their
custonmers. Accordingly, AT&T and Sprint Conmunications are renpved
fromthis docket.

18. The Conmi ssion believes the access pass-through plan
filed by ALLTEL Systens, Inc. raises significant issues regarding
t he adequacy of the access reductions passed-through to their
customers. Therefore, this conpany is directed to appear before
this Commi ssion at a fornal hearing at a date to be determ ned.



The purpose of this hearing will be to deternmine if this conpany
has conplied with Neb. Rev. Stat. 75-609(3). |If this conmpany is
found not to be in conpliance, they shall be subject to a show
cause order as to why their certificate of public convenience to
provi de interexchange services within the State of Nebraska should
not be revoked.

19. Al other conpanies listed on Attachnent A are stil
parties to this proceeding. Their compliance with the access pass-through
requi renments in Neb.

Rev. Stat. 75-609(3) is still under

revi ew by the Comm ssion. Upon the conpletion of this review,

t hese conpanies will either be removed fromthis docket, if found
to be in conpliance with the access pass-through requirenents, or
directed to appear before the Commission at a formal hearing to
determ ne conpliance with Neb. Rev. Stat. 75-609(3). |If these
conpani es are found not to be in conpliance, they shall be subject
to a show cause order why as to their certificate of public
conveni ence to provide interexchange services within the State of
Nebr aska shoul d not be revoked.

ORDER

I T 1S THEREFORE ORDERED by t he Nebraska Public Service
Conmi ssion that AT&T and Sprint Communications be, and they are
hereby, renoved fromthis proceedi ng.

I T 1S THEREFORE ORDERED by the Nebraska Public Service
Conmi ssion that ALLTEL Systens, Inc. is hereby ordered to appear
before the Conmmission at a date and time to be deternined, to
denonstrate their conpliance with Neb. Rev. Stat. 75-609(3).

MADE AND ENTERED at Lincoln, Nebraska, this 8'" day of
February, 2000

NEBRASKA PUBLI C SERVI CE COWM SSI ON
COVWM SSI ONERS CONCURRI NG

Chai r man

ATTEST:

Executive Director

Attachnment A

ALLTEL Systens fka Aliant Systems, Inc.

Ameri Vi si on Communi cations, Inc.

AT&T

Cable & Wreless USA, Inc.

Conmmuni cati on Tel esystens | nternationa
d/ b/ a Worl dxchange Conmmuni cati ons
d/b/a CTS Tel com

Conmuni Group of K. C., Inc.



Dakot a Cooperative Tel ecomuni cati ons
d/ b/ a DTG Communi cati ons
Br oadW ng Communi cati ons Services, Inc.
d/ b/ a Eclipse Tel econmuni cations, |nc.
d/ b/ a National Tel eservice, Inc.
d/ b/a NTI
Long Di stance Wiol esal e C ub
Tel co Hol di ngs, Inc.
Fei st Long Di stance
FirsTel, Inc.
Frontier Comruni cations International, |nc.
| owa Network Services, Inc
Maxxi s Communi cati ons, |nc.
MCI Wbr | dCom Comruni cati ons, |nc.
MCLEODUSA Tel econmmuni cati ons Services, |Inc.
Consol i dat ed Commruni cati ons Tel ecom Services, |nc.
NET-t el Corporation
Oper at or Comuni cations, Inc.
d/ b/ a Oncor Conmuni cations, Inc.

One Call Comuni cations, Inc.
d/ b/a Opticom
OneStar Long Distance, Inc.
Quest Conmmuni cati ons Cor p.
LCl International Tel ecom Corporation
d/ b/ a QAEST Communi cati ons Cor poration aka QNC
RSL COM U. S. A, Inc.
d/ b/ a CBS Corporation dba Westinghouse Conmuni cati ons
Tot al Tel, Inc.
Touch 1 Communi cations, Inc.
Sprint Communi cati ons Conpany, L.P.
USA Pagi ng, Inc.
d/ b/ a Cabl e USA Long Di stance
Var Tec Tel ecom |Inc.
d/b/a C ear Choice Commrunications
U S. Republic Comunications, Inc.
Tel ephone Express
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